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9th Circuit affirmed the Bankruptcy Court's opinion sustaining Trustee's objection to

State of Oregon's administrative claim for costs of closing debtor's nursing home pursuant to

state laws designed to safeguard residents' welfare.  The state argued that the costs of

redressing the health and safety violations from the closure were entitled to administrative

priority under Midlantic National Bank v New Jersey 474 U.S. 494 (1986) which holds

that a trustee cannot abandon property in contravention of a state statute or regulation

designed to protect public health and safety.  The 9th Circuit found Midlantic inapplicable to

trustee's decision to abandon care facility since the abandonment was in accordance with

state law.  Consequently, the costs of closing the facility were not entitled to administrative

expense priority.  

The 9th Circuit also rejected the state's argument that the expenses of closing the

facility were entitled to administrative priority because the bankruptcy estate might have

faced tort claims had the state not operated the facility during the time of closing.  In

rejecting that argument the court reiterated its position that "Midlantic exception to the

abandonment power is narrow and 'does not encompass a speculative or indeterminate

future violation of such laws that may stem from abandonment'"   
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